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We imagine health care as it could be.



Between the health care system that exists today and
the health care system we imagine, there lies significant
opportunity — to make health care services more
accessible for all Americans, to improve the quality of
care, and to help individuals take a more active

role in their own health and well-being.

CHAIRMAN’S LETTER

or UnitedHealth Group, 2002 was another year of change and positive performance.

The disciplined application of our business principles combined with the competencies

that form the foundation of our businesses continue to manifest themselves in exceptional
operating and financial results. Diversification designed to serve unique populations,
facilitation of health care decisions and interventions, and support of consumers, physicians

and employers with services that address their needs — all contributed to record performance.

Our enterprise had significant impact on advancing health and well-being for the varied
constituencies we serve. We improved the quality, safety and cost-effectiveness of the health
care decisions made by millions of people and thousands of physicians, other care providers
and health care institutions. Our advances helped to increase efficiency and diminish waste
in the administration of health care services. We introduced new products to respond to the
needs of the people, employers and governments who purchase health care services.
Importantly, we contributed to improving the quality of health care for atrisk population

groups, such as the elderly, the poor and those burdened with chronic illness.



UnitedHealth Group realized significant growth, operating results and strategic advances in 2002:

> We increased by more than 2.5 million the number of people we directly serve.
UnitedHealth Group companies now contribute to improving the health of more than

48 million Americans.

> Revenues rose to exceed $25 billion.

> Earnings per share grew 52 percent, to $4.25 per share.

> Cash flows from operations increased 31 percent, to $2.4 billion.

> The British government engaged us to assist the National Health Service in improving

health outcomes for seniors in Great Britain.

> Our skills and capacities to serve the underinsured were enhanced through the acquisition

of AmeriChoice.

> We accelerated our migration toward simple, integrated, paperless, Internet-based services,

executing at a pace of more than 60 million annual Internet transactions.

These accomplishments demonstrate the value we bring to a challenging marketplace and
underscore the importance of making this critical part of our society simpler, more affordable,
more accessible and more understandable. The American health care system needs to work

better, and our competencies and values should help in that effort for years to come.

Beyond the business results we achieved and the contributions we have made, there is an
even more compelling and larger opportunity for advancing health on behalf of our entire
nation. A dominant emerging theme is the recognition that there is a limit to the economic
resources any society can allocate to the health of its citizens. Critical choices are inevitably
confronted when these limits are approached, whether by individuals, employers, charitable

enterprises or governments. It is time to address this concern.

We have many reasons to be proud of the American health care system and the medical
science associated with it, but we also have significant opportunity to make it better. Today our
nation spends considerably more on health care than any other country, yet has failed to
realize even near optimal results for these expenditures. Despite spending more than twice as
much per capita as the average spending of the industrialized countries of the world, our overall
health position was 37th among the 191 nations ranked by the World Health Organization.
American life expectancy at birth and infant mortality are only average, and childhood
immunization rates place us in the second quartile of this group. Within our country, there
is immense disparity in health status among our states, and when the health status of
sub-populations is examined, disturbing disparities continue to be experienced by millions
of our citizens. The simple point is, America’s dramatically higher health care spending
and associated consumption does not consistently correlate with superior health outcomes
for our society, does not result in access to care for millions of Americans and cannot be

economically sustained without significant adverse consequences.
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Pathways to essential health and
well-being services for all Americans.
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Improved quality of health care
for every individual.



These aspects of our health care system are not acceptable, especially given our level of
expenditure and the quality of our health care resources. If we as a nation are to address

these challenges, fundamental questions must be raised and resolved:

> Are we prepared and able to confront both the economic and moral questions concerning
how much of our national wealth should be allocated to health, and how that allocation should

be distributed throughout society?

> Are we willing to examine the sources of waste and the contributors to sub-optimal health

care outcomes, and use that information as the foundation for change and innovation?

> Is it realistic to expect that our health care spending can be predominately based on
scientific evidence rather than other less reliable factors and, if so, do we have an adequate

scientific infrastructure to provide such information?

> Can we work together across professional disciplines and political ideologies and through

public, private and community partnerships to implement solutions?

> Will we as individuals prepare ourselves to exercise personal restraint regarding utilization of
limited and expensive health care resources, and demand the same of health care professionals,
in order to realize enhanced and cost-effective health outcomes for ourselves, our families and

our communities?

The questions are easy to frame. The answers are complex and the solutions are elusive —
particularly in a society which, despite the urgency of the issue, seems reluctant to address

underlying causes and seek resolution.

In health care, we use far too many resources, and we use them inefficiently. This waste of
precious and limited health care resources may be our nation’s most serious health issue.
While the evidence of this situation is prominently reflected in the continuously and
dramatically escalating cost of health care, it is tragically experienced by a growing number
of Americans who cannot access or afford health care and as a result suffer from preventable

disease and premature death.

Four themes were introduced in this space last year that I believe are fundamental to achieving a
national goal of affordable health care for all Americans. They were:

> Advancing a process to define essential health benefits and their means of delivery.

> Accepting evidence-based medicine as the standard for quality and appropriate health care.
> Simplifying and standardizing the administrative components of health care services.

> Providing better information and tools for consumers to facilitate their participation with

physicians in making health care decisions.
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These themes focus on how the national assets of health care, both public and private, can
be made more effective when given sustained leadership and sponsorship from legislative,
caregiving and business communities. Our voice, along with others, stimulated considerable
discussion, but real action has been lacking. Based on all we know today, these areas of focus

are clearly correct and must continue to be advanced.

Even as we call for national initiatives, it is imperative that each of us remembers there
are important actions we as individuals can and must take. This is particularly apparent when we
consider that individual behavior and consumption patterns, similar to those associated with
traditional consumer goods and services, are surpassing important factors such as new medical
technology and aging as contributors to dramatically rising health costs. More Americans are
choosing to consume more service units per capita— driving the crisis in affordable health care.

And, as noted earlier, this is occurring without achieving optimal health for all.

This implies that our use of resources is not sufficiently based on the best science and does
not necessarily contribute to better health outcomes. Instead, too many of our health
decisions — such as the use of some diagnostic tests, prescription drugs and medical
procedures — are influenced by personal consumer demand and marketing and advertising
pressures rather than scientifically proven appropriateness and cost-effectiveness. A striking
level of our health-related consumption is totally discretionary. We must do better when

dealing with such an important social issue and resource.

Each of us has a responsibility to use health care resources wisely. We must recognize that
our personal and family health choices have consequences for all of us as a community of
people, not just for each of us as individuals. And until individuals decide to become more
effective and prudent users of health care resources, we will not achieve a more appropriate
and rational use of these important social assets. Until then, our debates will center on where
to find more money to fund the sub-optimal status quo; the consumer dialogue will continue
to focus on the desire to have whatever we want whenever we want it, often regardless of
efficacy or appropriateness; and any meaningful actions toward improvement will be

obscured behind partisan interests.

It is difficult for most people to know how much care is “enough” and how much is “too much.”
We have learned that when the costs of care are largely shielded from the individual by their
employer’s insurance policy, it is difficult for people to fully appreciate the resource and financial
consequences of their decisions or those made on their behalf. This is often the case for the
roughly 85 percent of American consumers for whom the vast majority of health costs are borne
through employer- or government-sponsored benefits. At the other end of the spectrum are
those without any form of health care sponsorship. They are fully exposed to dramatic cost

escalation and often lack the financial capacity to access even the most essential levels of care.
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Decisions grounded in scientific data.



Individual involvement
in health care decisions.



An inevitable result of these circumstances is overuse, misuse and underuse of health care
resources. Overuse and misuse are wasteful and increase the likelihood of harm and error.
Underuse is equally detrimental since it is critical that individuals obtain the right care at the

right time. All of these situations carry negative economic and health consequences.

We need to increase the individual’s role in the appropriate use and preservation of health care
resources and, at the same time, help individual consumers optimize their decision processes.

National leadership in this matter is critical. Several steps are appropriate:

> Delivering sustained education programs for school, workplace and clinical settings that

focus on appropriate health care use and resource conservation.

> Encouraging development of information sources for consumers that are void of

commercial bias.

> Developing media channels that will effectively counterbalance — through enlightened
individual responsibility — the intense commercial advertising that has stimulated often
indiscriminate consumption of pharmaceuticals, diagnostic services and early-stage medical

interventions.

> Creating well-defined guidelines and incentives to establish evidence-based care as the

appropriate care standard, with financial deterrents for excessive or non-evidence-based services.

Each of us individually bears a critical responsibility to use our finite health care resources
intelligently. Only in that way will we be able to serve all those in need, without regard to financial
status. This type of enlightened individual stewardship has been a cornerstone of many great
societal advancements made in our country. Our successes in land and water management in
earlier decades became a model to other nations for not only conservation but even restoration
of natural resources. Individual commitment coordinated with legislative and industrial
initiatives was at the core of those successes. Comparable success in such matters as the war on
drugs, automobile safety and the availability and importance of higher education occurred
because individuals became involved under governmental sponsorship to remedy problems of
national interest and proportion. We must individually and collectively bring the same focused

cooperation to health care.
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By investing in technology, information tools, facilitation of care and basic operating disciplines,
UnitedHealth Group is taking meaningful steps toward achieving a better health care system.
We are addressing a vast, critically important and dynamic marketplace, and the outlook
for our company is very positive. Continued focus on business execution and the needs
of those we serve should provide us with ongoing growth and a position of increasing

relevance in the area of health and well-being.

As a research scientist, practicing physician, businessman and
consumer, I have for more than 30 years experienced firsthand the
wonders that health care can achieve, as well as the frustration and
disappointment when it falls short of its potential. It is essential that
we appreciate on an intellectual level the realities of the complex

social, commercial and scientific issues that impact health care at

the national level. It is vital that we continue to imagine at the level
William W. McGuire, M.D.

of the human spirit what can be done in our health care system, and

what it means for all people when essential needs are optimally
addressed. The tools for change and improvement are available. We must use them as we address

the critical need for change and the benefits that will result.

For our nation to advance with enduring solutions to better serve the needs of all Americans,
we must retain the capacity to imagine health care as it could be, make the sacrifices needed

and commit the energies required to make what we imagine become reality.

Sincerely,

3 Mee . 0 Gm;-q

William W. McGuire, M.D.

Chairman and Chief Executive Officer
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